PAID-UP 3 7 - 1 6 8 6 -000 

OIL & GAS LEASE Lease No 

03/10 -PA 1 

This Lease m«ie tkis 2 1st day of March, SOLI, by and between WUBam J, H«hevar, a dngU man, of 364 Pfawcnst Drfve. Beaver 
Falls, PA. 15010, hereinafter 'Lessor' arc! CHESAPEAKE APPALACHIA, LLC, an OUahDma limited liability company, 6100 M. Western 
Avenii€. Oklahoma City, OK 7311 B, hereinafter 'Lessee '. 

WITNESSETH, that far and in consideration of the premlsBS. and of the mutual covenant and agreement hereinafter set forth, the Lessor and 
Lessee agree as fbLows: 

LEASING CLAUSE Lessor rtereby Leases exclinively to Lessee all trie all and gas (Including but no: limited ra coal seam gas, coalbed rn ethane 
gai, coalbed gas, methane gas, gob gas, occluded methane/natural gas and aJ_ associated nature gas and other hydrocarbons and non-hydrocarbons cortained 
In, associated with, emitting from, or prod ucsdi o rlgira ting within any formation, gob area, mined -out arm. coal seam, and all communicating zones], and 
their liquid or gaseous constituents, whether hydrocarbon or n on- hydrocarbon, underlying the land herein leased, together with such exclusive rights as may 
be necessary or convenient For Lessee, at Its election, to explore For, develop, produce, measure, and market production from the Leasehold, and rrorr. 
adjoining lands, wing methods and techniques which ere not restricted to current technology, Including the right to conduct geophysical and a- her 
exploratory tCSTS; to drill, maintain, operate, cea.Se to operate, plug, abandon, and remove wells; to use or install roads, electric paws and telephone facilities, 

and to construe: pipelines with appurtenant facilities, Including data acquisition, compression and collection facilities f at use in the production and 
transportation cF products from Ihe Leasehold or from neighboring Lands across the Leasehold, to use oil, gas, and non-domestic water sources, free of cost, 
to store gas of any fclnd underground, regardless of the source thereof. Including the Injecting of gas therein and removing the same therefrom; ra protect 
scored gas; to operate, maintain, repair, and remove material and equipment. 

DESCRIPTION', The Leasehold Is located in the Township of SOUTH BEAVER, In the County of BEAVER, In the Coirjrun wealth of 
PENNSYLVANIA, and described as follows 

Property Tax Parcel Itetittficatkiri Number: 77-005-0406.000 

and ;s bounded formerly or currently as follows: 
On trie North try lands now or formerly of 
Cm Ihe Easl by lands now or formerly of 
On If-.e South by lands ruw or formerly of 
On ihe West by Lands now or formerly of 



R, GriKo, et uk 

A Gonzalez, et in 

FtiMcrist Drtv# 

W. SeheWernantle, h ux 



Including lands acquired from WQliam.I, Hache'rar. et ux by virtue of deed dated September 13, 2006 . and recorded in BEAVER County in/ at instrument 
3ZB0580, and described for the purposes of this agreement as containing a total of .LQQfJfl Leasehold acres, whether actually more or [ess, and Including 
contiguous lands owned by Lessor. This Lease also covErs end includes, In addition to that above described, all land, If any, contiguous or adjacent to or 
adjoining the land above described and la) owned or claimed by Lessor, by limitation, prescription, possession, reversion or on recorded Instrument or frj) as 
to which Lessor has a preference right o: acquisition. Lessor agrees -o execute any supplemental Jistrurnent requested by Lessee for a more complete or 
accura:a description, of said land. 

LEA5E TERM . This Lease shall remain In force for a primary term of FIVE f5) years from 12:00 A.M. March 21. 2011 (effective date) to 
11:59 P.M. March ZD. 2016 {last day of primary -enr.) and shall continue beyond the primary tern as to the entirety of the Leasehold if any of rhE following 
is satisfied: (i) operations are conducted on the Leasehold or tands pooled/udtlzed therewith In search oF oil. gas, or their constituents, or (LI) a well deemed 
by Lessee to be capable of production is located on the Leasehold or lands paced/unitized therewith, a- (111) oil or gas, or their constituents, are produced 
from the Leasehold or lands pooled/ unit bed therewith or (LvJ If the Lessened or lands pooled/unitized therewith Is used for the underground storage of gas, 
or for the protection of stored gas, or (v) If prescribed payments are made, or (vi) i: Lessee's operations are delayed, postponed or interrupted as a result sf 
any coal. Stone or other mining or mining related operation under any existing and effective Leaw, permit or authariaarion covering such operations or. the 
leased premises or on other lands affecting ihe leased prerjses. such delay will autonatieally extend the primary or secondary term of this oil and gas lease 
wlthou: additional compensation or performance by Lessee for a period of time equal to any such delay, pcstpcnertienj; or interruption. 

If ihe^ is any dispute concerning the exlcnsion of rhls Lease beyond the primary term by reason af any of the alternative mechanisms specified 
herein, the payment to the Lessor oF the prescribed payments provided below shall be conclusive evidence that the Lease has been extended beyond the 
primary lem 

EXTENSION DF PRIMARY TERM . Lessee has the option to extend the primary term of this Lease for one additional term of FIVE (5) years 
from the expiration of the primary term of this Lease; said extension to be under the same terms and conditio re as contained In this Lease Lessee may 
exercise this option :o extend this Lease If on or before the expiration date of the primary term of this Lease, Lessee pays or tenders to the Lessor or to the 
Lessor s credit an amount equal to the Initial consideration given for the execution hereof. Exercise of this option Is at Lessee s sole dlscredon and may be 
invoked by Lessee where no other alternative of the Lease Term clause ex Tends this Lease beyond the p-'marv lerm. 

NO AUTOMATIC TERMINATION OR FORFEITURE 

[A] CONSTRUCTION OF LEASE: The language of this Lease (including, but not limited to, the Lease Term and Extension of Term clauses; 
shail never be read as language of special limitation. This Lease shall be construed against term-nation, forfeiture, cancellation or expiration and In favor of 
giving effect to the comlJiuatlarj of this Lease where the clrcurr^taitces exist :o maintain this Lease In effeci under any of the alremaCve mechanisms, set forth 
above, In connection therewith, [tj a well shal! be deemed :o be capable o: production If J t has she capacity to produce a profit over operating costs, without 
regard to any capital costs to drill or equip me well, or to deliver the oil or gas to market, and (Li} the Lessee shai.1 be deemed to be conducting operations ir. 
search of oil or gas. or dieir constituents. If the Lessee Is engaged in geophysical and other exploratory work Including, but not limited to, activities to drill an 
initial well, to drill a new well, or to rework, stimulate deepen, sidetrack, frac plug back In the same or differed formation or repair a well cr equipment on 
the Leasehold or any iands pooledAinltlzed therewith (iuch activities sitaL' include, but not be limited to, performing any preliminary or preparatory vraTk 
necessary for drilling, conducting internal 'echnlcal analysis to initiate and/or further develop a well, obtaining permits and approvals associated therewith 
and may Include reasonable gaps In activities provided that there is a continuum of activities showing a good Faith effort to develop a well or that the 
cessation or Interruption of activities was beyond the control of Lessee, including Lntemjptlcms caused by the acts of third parties over whom Lessee has no 
control or regulatojy delays associated with any approval process required for conducting such activities), 

(B) LIMITATION OE FORFEITURE. This Lease shall never be subject to a civil action or proceeding to enforce a claim of termination 
cancellation, expiration or forfeiture due to any action or inaction by the Lessee, including, but not limited to making any prescribed paymems authorized 
under tie terms of this Lease, unless the Lessee has received written, retire of Lessor's demand and thereafter fails or refuses to satisfy or provide 
jusrifxation responding to Lessor's demand within 60 days from :he receipt af such notice. If Lessee timely responds m Lessor's demand, but in good faith 
disagrees wtih Lessor's posltionand sets forth the reasons therefore, such a response shall be deemed to satisfy this provision, this Lease shall continue In full 
force and effect and no furdhjer damages [or other claims For relief; will accrue in Lessor's favor during the pendency of the dispute, other than claims for 
payments :hat may be due under the arms of this Lease. 

PAYMENTS TO LESSOR . In addition to the bonus paid by Lessee for the execution hereof, Lessee covenants id pay Lessor proper -lonais rc 
Lessor's percentage of ownership, as follows: 

(A) DELAY RENTAL. To pay Lessor as Delay Rental, after the tire: year, at the rate of five dollars f55.0O't per net acre per year payable ir. 
advance The parties hereto agree chat this is a Paid -Up Lease with no further Delay Rental and/or Delay In Marketing payments due to Lessor 
during the primary term hereof, 

(B) ROYALTY: To pay Lessor as Hoyal-y, ,&s all taxes, assessments, and adjustments on production from the Leasehold, as foLlows 

1, OIL; To deliver to the credit of Lessor, free of cosi, a Royalty of One-Eighth (1/8) part of all oil and any constituents thereof 
produced and marketed from the Leasehold 

2. GAS: Td pay Lessor an amount cqial !a One-Eighth (1,'S) of the revenue realized by Lessee for all gas artd me ccnalJtuents thereof 

prg&Ksd and markets frsrr, ths Leagehgid, le&§ the £&t te irinpan, teat and p;^? ihe g@ and any Jisss Irs Plains & $i\n\ Ql irr^^r^itin itet 

Determines the revenue realised by Lessee Lessee may withhold Royalty payment until such time as the total withheld exceeds fifty dollars (J50.0Q). 




3 MINIMUM ROYALTY - . It is the panLes tnAesv that this lease conform w Per.nsyivarila statute 5fl ?.S. §33 and guarantee a gas 
rcyairy of a: leas: 1/Brh of all producdon removed or recovered from the property If It is ever determined thar trLs lease does not eatifim. then this lease 
shall not be InvaLld and :r ihsll be deemed amended from the date of execution to conform to die requirements of the statute, 

(C; DELAY L\ MARKETIVG; In the event that Lessee drills a well on the Leasehold or lands pooledAmlllzed therewith char Lessee deems to 
be cepaoie of production, but does not marke: prodticlble gas. oil, or -jSeL- constituents therefrom and there is no other bails for ewending this Lease. Lessee 
shall pay after Ihe primary term and until JLsch lime as rnarkrJr^ Is established (or Lessee surrenders the Lease} a. Delay In Marketing uaymsru equal in 
amount ard Frequency to the annual Delay Renal payment &*>d this Lease shall remain in Full force and effect to the sane extern as payment of Royalty. 

ID; 5HLT-IM: In ihe event thai production of oil, gas, or their constituents is Interrupted and not marketed Tor a period of twelve months, and 
there is no producing well an 'Jie Leasehold or lands pooled/uniilaed therewith I.*raee shall thereafter, as Royalty fa: constructive production pay a Shut-in 
Royalty equal in amount and frequency to the annual Delay Rental payment until such tme as production Is re-established (or leisee surrenders the Lease) 
and this Laese shall remain in full force and affect. During Shut-in. Lessee *ha.l have the right to rework, simulate, or deepen any well or. .he Leasehold or 
to drill a new well on the Leasehold In an effort ro re-establish production, whether from an original producing formation or front a different formation. In 
the even: that trie production frarr trie only producing well on the Leauhold Is Irrerrurrftrt foT a oerlorf of less rhsnrwelv* months, -Hits Lease shall remain in 

fuj fereg and efeci w\\m\ payiren; of Royalty of Shui-in R&yiliy. 

(E) DAMAGES: Lessee will remove unnecessary equipment and materials and reclaim all disturbed lands at rhe completion of activities, and 
Lessee agrees » repair any damaged improver. ents :o the land and pay for the- loss of growing crops or marketable timber, 

{¥} MANNER OF PAYMENT; Lessee shall make or tender all payments due hereunder by check, payable to Lessor, at Le&scrs las? known 
address, and Lasts may withho.d any payment pending notlflcaUan by Lessor of a change In address, Pa>Tr.en; may be tendered by mail or any cnmparable 
method (e.g., Federal Express), and payrcem is deemed complete upon iralLng or dispatch Where the due date for any payment specified herein falls on a 

holiday, Saturday Of Sunday payment tendered (mailed or dispatched) on the next business day Is timely. 

(G) CHAXGE IN LAMD OWNERSHIP; Lessee shaj not be bound by any change in the ownership or the Leasehold until furn-shed with such 
ftoc jmemation as Lessee may reasonably requlra. Pending the reeaipr of docJ mentation. Lessee may elect either to continue to make or w ithhold payments as 
it such a change had no: occurred 

(H) TITLE: If Lessee receives evident triat Lessor does not have rlcLe to all or any rat' of the rights herein teasec, Lessee may immediately 
withhold payments that would be otherwise due and payable hereunder to Lessor until the adverse claim is fully resolved 

(0 LIEXS: Lessee may at Its option pay and discharge any past due taxes, nortgages, Judgments, or other Hers end encumbrances on or agalnsi 
any land or Interest included ir. ths Leasehold; and Lessee shall be entitled to recover from die debtor, with legal inieres: and costs by deduction from any 
future payments to Lesser or by any other lawful means. In the even; the leased lands arc encumbcrt>d by a mortgage, then prior to the pavrrmrr of any 
royalties due hereunder, Lessor agrees to obtain a subordination of mortgage, at Lessor's expense, ui a Ecrrr. acceptable to Lessee 

(J) CHARACTERIZATION OF PAYMENTS: Payments set forth herein are cover.ams, not special limitations regardless of the manner in which 
these payments may be invoked. Any failure on the part of the Lessee to timely or otherwise properly tender payment can never result in ar automatic 

:§fmM:,6n. eviration, ttfteeliaitor.. &r itf.ti&rs sf \Ki Ltm Lsufif KeagniHS sM aeiiMw^a ihat 6'1 and p? payma£. ip. the faff, of r*wal. 

bonus and royalty, can vary depending on multiple factors and that this Lease is the product of good faith negollatirjnsi Lessor hereby agrees that the 
payment terms, as set forth herein, and any bolus payments paid tc Lessor constitute full consideration for the Leasehold Lessor further agrees that such 
payment lenni and bonus payments arc final and that Lessor will not tee Ik to ante rid or modify the lease payments, or seek additional consideration based 
upon any differing terms which Lessee has or will negotiate with any other .essor^oL and gas owner. 

(K) PAYMEXT REDUCTION'S: If Lessrjr owns a lesser Interest in the oil ar gas than the entire undivided Fee simple estase, then the rentals, 
(except for Delay KentaJ payments as set forth above;, royalties and shut-In royalties hereunder shall be paid to Lessor only In the proportion which I #ssor"s 
interest bears to the whole anc undivided fee. 

UNITIZATION AND PCQMNT, . lessor grants Lessee the right io poo!, unltij-p, or combine all or parts of the Leasehold with other lands, 
whether contiguous or r.oi CiTitlgucus, leased or 'jnleased. whether owned by Lessee sr by ethers, ar a time before or after drilling to crEaie drilling or 
production units eLther by conTact right or pursuant to governmental authorization. Pooling or unitizing Ln one or more Lnstances shall not exhaust Lessee's 
polling and tmliizlr^ rights hereunder, and Lessee is granted the right to change the size, shape, and condlilons of operation or payment of any urj it created. 
Lessor agrees to accept arid receive out of the production or the revenue reallwd from the production of sjch jrlt. such proportional share of the Royalty 
from each unit well as ihenvrr-ber of Leasehold acres Included in the unit wars to (he lota I number of acres in the unit. Otherwise, as ir> any part of the jr±, 
drilling operations In preparaton for drilling, prcducton, or ilut-in production from the unl*. or payment of Royalty, Stijt-Ln RoyaJty. Delay ui Marketinfl 
psyirent or Delay Rental attributable to ar,y pan rjf the , jnl b (Incijdlng ron-I^asahoid land) shall have the same erTec; upon rhe ie*ms of this Lease as I: a 
well were located on. or the subject activity attributable to, the Leasehold. In ihe event of conflict or inconsistency between the Leasehold ac-es ascribed to 
ihe Lease and tha local property tax assessment calculation of the lands covered by the Lease, Lcssh may, at its optlor.. rely on the latter as being 
o^Eerinlnallvfi f5f LHe piifpo&es 5f this paragrapfl. 

F AC 1L maS LesHiesha.] not drill a well within 200 ;ee: a' finy structure located on the Leasehold without Le&sor's written consent Lessor shall 
na: e - eci any building or structure, or plant any rrees w| - Jiln £00 feel of a wej Or withJr. 25 feet of a pipeline without Lssaee's writ:en consent. Lessor shall 
not improve, modify degrade or restrict roads and facilities huil: by Lessee without Lessee & written consent. 

flONVtiRSlQft 7Cl STORAGF. . Lessee Is hereby granted the right to convert the Leasehold or lands poaled'unltlzed therewith to gas storagE. Ai 
the time of conversion, Lessee shall pay Lessors proportionate part for rhe estimated recoverable gas remaining In the well drilled pursuant ;c this Lease 
using methods af calculating gas reserves as are generaLy accepted by the natural gas Industry and, and In the evenr that all wells on ihe Leasehold and/or 
lards pooled'uniciz&d therewith have permanently ceased production, Lessor shall be paid a Conversion to Storage payment fr. an amount equal to Delay 
Cental tor IS long thereafter as the Leasehold ™t lands pooleoVunltlzwi i herewith ts/aie used for gas storage cr for pTotection of gas enrage; sych Conversion 

is S=a*age piymeni shill fast beesa^ dus upsn Bed sfsiiing Deiy Renfil iRRlve;sa?y t&tt Tfe m ef any p^= ite LeaseCeld land? pasisd dt 

unlrJaed therewith fcr the underground ^trirEgo of gas. or For the pmiecllon of stared gas will escend thl* Lease heyond rhe primary- -erm as to all rights 
granted by this Lease, including but not Jirnlted to producUon rights, regardless af whether the production arte' storage rights are owT.ed together or separately. 

DISPOSAL AND INJECTION WELLS . Lessor hereby grants ig Lessee the right to drll. wells anaht re-enter existing wells, including necessary 
location, tG&dway and pipeline easements and ri^hK of v-ay, on an>' par. of the Leasehold, or lands pooled or tinitiied therewith for the dkposaL and^'or 
Injection into any subsurface strata, other than a potable water strata, of el:, gas. brine, completion and production fluids, waste water and any hydrscartan 
related substances from any source, including, but not Jmited la welLs on the Leasehold or lands pooled o: unlrized therewith or frcrn properties and lands 
ourside the Leasehold o: lanrii pooled n- 'jiir!7.ed therewirh, and l o ronrhici all operarions as may be req-jired. for so lona as necessary and required by I.ts^e 
for purposes as tereiri provided- If. a: the expiration of she primary term Lessee is disposing and/or irjecilng into any subsurface strata unrierlyLng the 
leasehold or lands pooler or uniti2od therewith or conducting cperaiiuns for such dlKprjui and/or tojacilcr. anc this lease is no: being mslnialned by ar.y 

other provision contained herein and no other payments are being made io Lessor as prescribed hereunder, Lessee shall pay to Lessor the sum of one ■hausand 
rJoLlflrs [SI ,000,00) per year, proportiorfitely redtxted to l/tsw's ownership in the Leasehold and SLrfac^ es It bears trj the full and undivided estate, 
beginning or the next anniversary date of this Lease and said payment and term oF this Lease, Insofar as to terms and provisions contained herein 
applicable tc disposal anc Injection wells, shall continue annually thereafter for sn long as necessary and required by Lessee for purposes as herein 
provided and until all disposal ant/or injection wells located on the Leasehold or on lands pooled or Lnltized therewith are plugged and abandonee.. 
Lessor agrees that if rsquired by Leasee, regulatory agency or governmental authority having Juiisdlcd on. Lessor shall enter a separate Disposal and 
Injection Agrwinent with Lesee for Ihe purposes as herein provided. 

TITLE AND INTERESTS, Lessor hereby warrants generally and agrees to defend, '.;tie to the leasehold and covenants that Lessee shaj lisvc 

ijjIoi onjoyrriert hereuider and shall hive benrfn of the doeifini cf after arijuirefl :ii!§. Shoui iny person having :ltle 10 ihe Liasihold fail 10 isicuifi this 

Lease, the Le&se shall nevenheless be bir-dhgupon all perse rtf who do execute It as Lessor. 

LEASE DFVR1 DPMFVT . There Is no iTrplted covenant m drill prevent drainage, further develop □.' market production wlrhln rhE primary term 
o- any ewertslon of tenr. of this Lease. Tnere shall he no LeasehoLd forfeiture, leimlnarion, expiration or cancellation for failure to comp:y with said implied 
covenants Provisions herein, including, but no: Limited to the prssctlbet payments, consilrute full compensation for the privileges he redn granted 

COVENANT5 . This Lease and Its expressed cr Implied covenants shall not bp subject ro termination, forfeiture of rights, or damages due to 
failure tc comply with obligations If compliance is effectively prevented by federal, state cr local law, regulation, or decree, or the acts God sncVor rhlrr? 
parties over whom Lessee has no control, 

RIGHT OF FIRST REFUSAL, . If pi any time within the primary rem of this Lease or any continuation or emersion thereof. Lessor receives any 
Jens fide after, ac citable to Lessor, to inrj an addhlonal leiie ("Top Lease") covering a] lor part of the Leasehold. less§e eJieJI haw ihe eoniliujing opiion 
rjy rneetng any ^uch offer to acquire a Top Lease on equlva.ert tenrs atvd conditions Any bffe: mutsi be in writing end must set forth the proposed Lessees 
name, bonus c ens: deration and royairy ccrjlderaLion to be paid Fo; such Top Lease, and include a copy of tne lease form to be utilized reflecting all pertinent 
a^d relevant Ferris and conditions ot the Top Lease. Lessee &h&i! tifteen {'^} flaw after rereipt frorr, Lessor of b compleie copy of any sucts offer -o 
advise 



